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THE GERMAN STEEL SYNDICATE 
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The union of the leading German steel manufacturers 
in the steel syndicate in the year 1904 brought into 
existence the most comprehensive combination in the 
German iron industry and, next to the coal syndicate, 
the most powerful of all German cartells. Its organiza- 
tion was of the advanced cartell type, providing ade- 
quate machinery for the purposes of the combination, 
chief among which were limitation of production and 
control of price. 1 The steel works owners became 

1 The organization of the steel syndicate and its operation to the end of 1905 are 
fully treated in an excellent article by Dr. Francis A. Walker published in this Journal, 
May, 1906, pp 353-398, to which the reader is referred. In addition to the sources 
there cited may be mentioned the subsequently issued Denkschrift ueber das Kartell- 
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members of the Association of Steel Works Owners and 
at the same time stockholders of the steel syndicate, 
which constituted the sales and administrative agency 
of the combination. With this limited liability com- 
pany they were bound as producers by contracts which 
obligated them to sell certain types of steel products 
exclusively to the syndicate in specified amounts for a 
period of three years. The syndicate sales agency dealt 
only with the so-called A-products, including railroad 
and structural steel, and heavy-steel manufactures 
such as ingots, blooms, billets, and sheet plates. The 
large group of more highly finished articles, such as 
bars, wire rods, sheets and plates, called B-products in 
the syndicate contract, were merely limited as to 
volume of production; they were not handled by the 
syndicate. 

It was the hope and ambition of organizers so to 
extend the scope and power of the steel syndicate as to 
include B-products. How far actual developments have 
diverged from original aspirations will appear in the 
course of the present study. The internal history of the 
syndicate is largely concerned with the efforts made to 
maintain and increase its control in this direction and 
in others. 

I. The First Period, 1904-07 

As organized in 1904, the steel syndicate was not 
regarded as complete with respect to control or perfect 
as regards organization. In three directions lay possi- 
bilities of increasing the market control of the combina- 
tion: first, in an increase of its domestic control over 
A-products, 90 per cent of the production and sale of 

wesen, Teil I, 1905, (Drucksachen des deutschen Reichstages, 11 Legislatur-periode, 
II Session, 1905-06, Nummer 4) ; hereafter cited as Denkschrift. Cf . also the Report 
of the Federal Trade Commission on Cooperation in American Export Trade, 1916, 
Pt. I, pp. 214 et seq.; Pt. II, pp. 3-19. 
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which it governed as early as the beginning of 1905; i 
secondly, in an extension of its power to lighter steel, 
the so-called B-products; and lastly, in the protection 
of the domestic market from foreign interference. 

(1) The manufacture of the remaining 10 per cent of 
A-products was divided among several large concerns: 
one in Westphalia and the others in Upper Silesia, and a 
number of the smaller open hearth works located chiefly 
in the Siegerland iron region. The Westphalian Steel 
Works Company could not be induced to enter the 
syndicate during the period of its first contract; but 
with the Upper Silesian concerns the combination was 
more successful. After protracted negotiations result- 
ing in the formation of the Upper Silesian Steel Works 
Union dealing with lighter steel, so organized as to 
cooperate with the syndicate in heavy products, those 
Upper Silesian firms which had not joined at the outset 
finally entered the syndicate in 1905. 2 

The open hearth works controlled but a small propor- 
tion of the total steel production and most of this was 
ordinarily manufactured into B-products which enjoyed 
a well-defined market preference. Accustomed to dis- 
posing of their entire output upon the domestic market, 
they were averse to joining a combination in which they 
would be compelled to share the costs of fostering the 
export trade by means of bounties to be paid to their 
exporting competitors. There were advantages in 
remaining outside. Production could be increased 
without restraint when the market seemed favorable. 
They saved the expense of cartell membership. They 
believed that the steel syndicate could not afford to 
break the market for heavy steel by price cutting merely 

i Berliner Jahrbiicher, 1905, p. 105. 

3 For details cf. Kontradiktorische Verhandlungen, vol. iv, pp. 278, 475 et seq.; 
Denkschrift, pp. 14, 50, 316; Kartell Rundschau, 1904, pp. 450, 532; 1905, pp. 372 
et fleq , 428, 490; Quarterly Journal of Economics, vol. xx, p. 375. 
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in order to silence the competition of producers of so 
small a fraction of the total. 

The steel syndicate endeavored to persuade, then to 
coerce the open hearth works, by increasing the prices 
of raw material through readjustment of freight bases, 
into joining the cartell; but to no avail. 1 Negotiations 
were resumed after an unsuccessful attempt to syndicate 
bars in 1905, but were likewise fruitless, altho seconded 
by the coal syndicate at this time. The open hearth 
works were the best customers of the coal and pig iron 
syndicates. Members of the steel syndicate themselves 
almost without exception bought no coal and pig iron; 
they produced their own, and hence had also become 
influential members of the coal and pig iron combina- 
tions. 2 As members of the latter cartells they wished to 
retain the open hearth concerns as customers; yet as 
members of the steel syndicate, they found the competi- 
tion of these concerns at least potentially annoying. 
Efforts to bring the latter into line were finally aban- 
doned; their entrance into the syndicate was of small 
importance when consideration of the extension of the 
steel syndicate itself was taken up in 1906-07. 

(2) The control of B-products would have added 
immensely to the power and comprehensiveness of the 
steel syndicate. At the outset it was firmly intended to 
bring about their inclusion as soon as possible, and the 
restriction imposed upon their production by the syn- 
dicate agreement of 1904 was regarded as a first step 
toward the goal. As the then existing combinations 
controlling particular classes of B-products expired, they 
were to be absorbed one by one, until lighter steel 
should be as firmly controlled as A-products. The steel 
syndicate was in no position to take action until its 

1 Kartell Rundschau, 1904, pp. 449, 750; Berliner Jahrbucher, 1905, p. 115. 
* Kartell Rundschau, 1905, pp. 106, 194, 492. 
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members had designated their intended group division 
of the total B-allotment, which was to be declared in the 
fall of 1904. By that time the outlook for the successful 
consummation of plans to syndicate B-products had 
grown considerably darker; in fact, even the continu- 
ance of the existing specialized combinations 1 had 
become doubtful. The steel syndicate therefore post- 
poned the attempt to control these products, and di- 
rected its energies to the retention and expansion of the 
threatened existing cartells of sheet, wire rod, and tube 
manufacturers, and the formation of other cartells for 
the branches not already organized. In order to be 
effective, such combinations must include the large 
integrated members of the steel syndicate itself as well 
as the independent rolling mills. The steel syndicate, 
as the chief source of the raw material used by the latter, 
desired that its customers should be in a position to 
shift any advance in the price of raw materials and to 
maintain them at a profitable level ; since thereby com- 
plaints as to the prices of half-finished products would 
be eliminated and the ultimate inclusion of B-products 
facilitated by satisfactory combination experience on 
the part of the independent mills. 

The cooperation of the members of the steel syndi- 
cate was thus essential to the success of any combination 
of the producers of B-products; for with the lower costs 
of production of the great integrated concerns, they could 
by their competition wreck any cartell of independ- 
ent producers. Given the entire willingness of its own 
members to join a proposed cartell for B-products, the 
steel syndicate could exert pressure upon independent 
concerns to join, by controlling the output and prices of 

1 For all the particular groups of B-products except steel bars there existed at the 
time of the organization of the steel syndicate, special cartells many members of which 
became members also of the larger combination. These were, specifically, the light 
sheet, the heavy sheet, the wire rod, the gas pipe and the boiler tube cartells. 
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A-products, especially of half-finished products used 
by the independent rolling mills, to the disadvantage of 
the recalcitrant firms. Cutting off supplies was indeed 
not ordinarily effective, and merely gave an opening to 
the open hearth works. But the syndicate might grant 
concessions in prices and terms to those firms which 
acquiesced in its wishes. The usual form of concession 
was the grant of the so-called export bounties. 1 Begin- 
ning in 1905, bounties were consistently granted for the 
encouragement of the export trade to those manu- 
facturers only (otherwise qualified) who were organized 
in cartells to which the bounties were paid for subse- 
quent distribution among members. And later in the 
same year, the strictness of the provisions relating to 
bounties was further increased by the requirement that 
both domestic and export trade must be under cartell 
control to entitle the combinations to the export bonifi- 
cation. 2 The wire rod, the gas pipe and boiler tube, the 
wire nail and the sheet combinations thus qualified; but 
the grant to the wire rod and the wire nail associations 
was made conditional upon their extension beyond April, 
1906. An exception was made in the case of bars; it 
was considered impossible to form a syndicate, and 
bounties were nevertheless granted. 3 The extension of 
the wire rod combination and the formation of the Black 
Sheet Association are to be ascribed chiefly to syndicate 
policy with regard to export bounties. 

On the other hand, the cooperation of the integrated 
concerns was not to be taken for granted. Membership 
in B-products cartells might to a certain extent be 
beneficial if price maintenance were carried out and 
economies secured in distribution. But it was at least 
open to question whether or not the limitation's to which 

i Cf. infra, p. 286. • Ibid., p. 692; 1906, p. 204. 

« Kartell Rundschau, 1905, pp. 145, 692. 
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they would be compelled to submit as members of a 
cartell would not entail a sacrifice outweighing the 
benefits. Maintenance of output at a fairly uniform 
volume was essential to the greatest efficiency of pro- 
duction. If A-products were syndicated a decrease in 
the demand for these could only be compensated for by 
increasing the production and sale, perhaps at low prices, 
of B-products, which quantitatively were not so rigidly 
restricted. B-products formed a sort of buffer between 
the fluctuations in the demand for A-products and the 
disposition of a constant total output. The peculiar 
fitness of steel bars to perform this function of an outlet, 
or " Sicherheitsventil " accounts for much of the diffi- 
culty experienced in the efforts to bring them under 
syndicate control. 1 

The first period of the existence of the steel syndicate 
seems to have been one of disintegration of B-products 
combinations. It was found impossible to cartell bar 
producers. Several of the existing combinations were 
dissolved during the three years. The light sheet asso- 
ciation expired and only a shadow of the former organi- 
zation took its place as the result of the efforts of the steel 
combination. 2 The heavy sheet cartell was likewise not 
reorganized or renewed upon expiration. Only ship- 

1 Control of the production of steel bars would have added more to the power of the 
steel syndicate than the control of any other class of B-products. They constituted the 
chief B-production of syndicate members, amounting to 70 per cent of the total for the 
Empire (1.5 million tons), the balance being turned out by the independent rolling mills, 
about twenty in number, and by some sixteen open hearth concerns. Unlike the other 
B-products, the steel bar branch possessed no cartell in 1904, in spite of the numerous 
attempts made in previous years. Efforts were resumed after the organization of the 
steel syndicate, but the difficulty of forming a firmly organized syndicate caused leaders 
to turn their attention to loose price agreements. Several of these were made, but the 
level of prices maintained was not high enough to remove dissatisfaction. Endeavors 
were abandoned late in 1905 and were not resumed until over a year later in connection 
with the renewal of the syndicate. Kartell Rundschau, 1904, pp. 800, 492; 1905, pp. 
115, 367, 490; Berliner Jahrbucher, 1905, p. 115. 

s The distinction between light and heavy sheets controlled by the two sheet com- 
binations was an'arbitrary one; the division was made at a thickness of 5 mm., all above 
being classed as heavy. 
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building material was placed under syndicate control; 
a result not due to the steel syndicate but to nationalis- 
tic motives and to preferential railway rates granted by 
Prussian railways. The wire rod syndicate was with 
great difficulty extended to the middle of 1907; but the 
wire nail syndicate closely affiliated with it was defi- 
nitely dissolved and not even a price agreement took its 
place. Moreover efforts to syndicate wire had borne no 
result. The extension of the gas pipe and boiler tube 
combinations took place prior to the definitive organiza- 
tion of the steel syndicate. In general it was found 
impossible to carry negotiations forward to a successful 
conclusion before the middle of 1906. The extension of 
the steel syndicate then became the center of interest; 
while consideration of the syndication of B-products 
was postponed. 1 

The underlying cause for the failure to cartell B-prod- 
ucts in the period 1904-07 seems to have been the 
irreconcilable conflict of interests between the integrated 
works in the steel syndicate and the independent pro- 
ducers, usually smaller rolling mills not possessing the 
advantages of integration; both of these interests must 
be included in any combination aiming to control a 
group of B-products. Added to this was the influence of 
the extreme prosperity experienced by the iron industry, 
1905-07, which rendered combination of less interest 
to producers; business was good, prices were high, and 
all firms were working overtime to execute orders. 

(3) The third and last means of increasing market 
control adopted by the steel syndicate was that of secur- 
ing immunity from foreign competition through agree- 
ments with foreign producers. Precise information, 
with regard to those arrangements in which the steel 

1 Details on the history of the various subsidiary syndicates for B-products are to be 
found in the general sources cited for this paper. To follow theni here would unduly 
cumber the discussion. 
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producers of the United States are presumed to have 
participated, is much more difficult to secure than that 
concerning German cartells. However, it is quite cer- 
tain that an international rail cartell, in the formation 
of which the German steel syndicate took a leading part, 
was organized in 1904, and continued to exist for a 
decade. Austrian, German, English, American and 
Belgian producers agreed upon limitation of export to 
various countries and territorial division of the market. 
Other agreements of the steel syndicate with Belgian 
and French steel concerns, concerning the division of 
the market for half-products and for beams, were of less 
importance. 1 

Surveying the results of the efforts of the steel syndi- 
cate to increase its control during the first period of its 
existence, it must be admitted that they were not 
attended with startling success. The control in A-prod- 
ucts had been slightly increased by the entrance of the 
Upper Silesian concerns, but neither the Westphalian 
Steel Works Company nor the open hearth concerns had 
receded from their positions. Nothing had been accom- 
plished with B-products and conditions were more 
unfavorable for the speedy inclusion of these than in 
1904. 

II. The Second Period, 1907-12 

The steel syndicate contracts, made in 1904, were to 
expire in three years from date of organization — so 
short a period that matters connected with the initial 
organization had scarcely been settled when the ques- 
tion of renewal came up for consideration. Experience 
of the members with the operation of the syndicate had 

' Kartell Eundschau, 1904, p. 401; 1906, p. 160; 1906, p. 693; Stahl und Eisen, 
1913, p. 382. 
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been sufficiently satisfactory to incline them toward 
extension rather than toward a restoration of unre- 
strained competition. Prices and profits had been good 
during the major portion of the period. How much of 
this was due to syndicate influence is problematical; 
probably the influence of the hausse of 1906-07 was 
underrated by proponents of the combination. 

Nevertheless it was recognized that renewal would be 
effected only with difficulty and would be dependent 
upon the satisfactory adjustment of several important 
matters of controversy. Upon one point only was agree- 
ment reached with ease : concerning a change in organ- 
ization by dropping the Beirat or advisory council, 
which had been according to the original articles, the 
most important governing body. 1 Any member or 
group of members was entitled to name a member of 
this council for each half million tons of allotment of 
A-products. There were consequently nine voting 
members. In addition each member of the cartell could 
send a representative entitled to take part in the dis- 
cussions of the council but having no vote. The active 
interest of members in the transactions of the advisory 
council brought it about that nearly all the members of 
the syndicate were represented at its meetings. All 
demanded power to vote. Thus upon matters which 
had to be referred to the general meeting of members, 
there was merely a repetition of the discussion which 
had been held in advisory council meetings, and usually 
by the same persons. 

More difficult of solution were the problems of read- 
justing freight bases and accountants' prices. 2 Upon the 
question of freight bases there was a split between the 

i Kartell Rundschau, 1906, p. 570; 1907, p. 382. 

2 The accountants' prices (Rechnungspreise) were the minimum prices paid by the 
syndicate for A-products purchased. The balance remaining from sales at higher prices 
was distributed periodically after expenses of the organization had been deducted. 
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Rhenish- Westphalian and the Saar-Siegerland groups 
of works, the latter claiming that the bases a^eady 
selected by the syndicate were unduly prejudicial to the 
interests of the South German steel works. 1 They 
threatened to withdraw from the combination unless 
the relation were modified. The accountants' prices 
seem to have been considerably higher, as compared to 
cost of production, for railroad material and structural 
steel than for half-finished products. There was con- 
sequently an additional inducement for works to neglect 
the production of half-products for the market and to 
increase the production of the other two groups of 
A-products; a development to be regretted in view of 
the appreciable shortage of half-products which occurred 
in 1906 and 1907. 

To compromise the differences arising out of the pref- 
erential treatment enjoyed by certain members of the 
steel syndicate under the old agreement was a further 
task for advocates of extension. 2 As an inducement to 
enter the combination, the Phoenix firm had in 1904 
been conceded the privilege of buying its extra require- 
ments of half-products from the syndicate at special 
prices. Certain South German firms received special 
prices for their output by virtue of special contract. As 
was to be expected, these firms insisted upon the reten- 
tion of their favorable positions. The sentiment of 
many members of the steel syndicate was in favor of 
discontinuing all such special contracts and refusing to 
enter into new ones. 

Far more serious and far more difficult to solve were 
the problems connected with the relations of certain 
members of the steel syndicate to mercantile firms. 3 

i Kartell Rundschau, 1906, pp. 570, 571. 
» Ibid., 1907, p. 159. 

• Ibid., 1906, pp. 367, 368; 1907, p. 298; Iron Age, 1907, p. 1271. Cf. also British 
Consular Reports for Germany, 1907, no. 3487, p. 66; 1908, no. 4804, p. 90. 
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The members of the cartell in general had become more 
or less dependent upon the organization for the distribu- 
tion of their output of heavy steel, but individual works 
to a large extent had got out of touch with their former 
clientele. Certain works, fully conscious of this, began 
to affiliate themselves with mercantile firms as a pre- 
caution against the possibility of eventual dissolution of 
the syndicate. At its formation in 1904, three impor- 
tant steel works had been closely connected with whole- 
sale iron-dealing firms, and indeed had in part developed 
from these firms. 1 Fearing that the activity of the steel 
syndicate would tend to limit that of the dealers, these 
three demanded and received a guarantee from the syn- 
dicate that their dealers should be allowed to partici- 
pate in the business at least to the same extent as before 
the organization of the combination. 2 But all other 
dealers in structural steel (the chief line handled by 
the mercantile firms) had been compelled to enter one 
or other of the Beam Sales Associations, which were 
strictly controlled by the syndicate and in which the 
privileges of dealers, with respect to the size of allot- 
ments in particular, were considerably less favorable 
than those conceded to the works dealers* (Werks- 
handler). 

During 1906 several other works proceeded to ally 
themselves with iron dealers; others followed their 
example in 1907. 3 Then these concerns demanded for 
the mercantile firms with which they had become con- 
nected the same privileges and concessions which had 
been granted to the three firms in 1904. From the stand- 
point of the syndicate there were several objections to 

i These were the Rochling, de Wendel, and Eombach firms. 

' Kartell Rundschau, 1907, p. 298. 

* For a complete list of alliances see ibid., 1907, pp. 300, 385; also Berliner Jahr- 
bttcher, 1907, pp. Ill, 112. 
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the grant to more dealers than had been favored already. 
Such concessions constituted preferential treatment of a 
certain set of dealers, who received the benefit of lower 
prices than those fixed by the syndicate for the associa- 
tions and whose allotments were measured with greater 
liberality. Further, they were relieved from the control 
which the steel syndicate could exert over the Beam 
Sales Associations. 1 General opinion among dealers was 
naturally against such favoritism to selected firms. And 
those members of the syndicate not affiliated with 
mercantile firms felt that they were not as well treated 
as the others. 

Most delicate and difficult of all were the problems 
connected with the measurement of allotments. Nearly 
all the members desired larger figures of participation 
upon extension of the combination. Two classes of 
concerns, however, were especially insistent in their 
demands: first, those which felt that at the organiza- 
tion of the cartell they had not received allotments as 
large as their productive capacity entitled them to; 
second, those which had entered on schemes of expan- 
sion, either by large extensions of plant or by means of 
amalgamation with firms outside the syndicate, and 
had thus secured or would secure in the near future 
a considerably increased productive capacity. A part 
of this expansion was directly traceable to the influence 
of the steel syndicate itself. Experience had shown that 
in order to secure larger allotments cogent reasons must 
be given. The best of all reasons was afforded by a 
display of large well-equipped manufacturing capacity. 

In addition to the problems of size of allotments there 
was the difficulty of division between A and B-products. 
During the period 1904-07 there had been a decided 
shift in the case of many members from the manufacture 

i Cf. infra., p. 301. 
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of heavy A-products to more highly finished B-products. 
This development rendered the syndicate of less impor- 
tance to its own members, and gave them at the same 
time an outlet for surplus production. To reconcile the 
conflicting demands, some for limitation of B-products, 
others for the entire removal of restrictions, proved 
a most trying task. 

As is so often the case in cartell negotiations there 
seemed to prevail a sort of fatalistic hope that the 
combination would be extended eventually, even tho 
nothing was accomplished before the last day (in this 
case April 30, 1907). In the course of the protracted 
negotiations extending from the middle of 1906, after 
the plan for provisional renewal had been abandoned, 
now the one problem, now the other seemed to domi- 
nate the situation. 1 The less important differences 
were taken up first and disposed of; attention was then 
turned to decisive matters. But the necessary assent 
to extension was secured only two hours before the time 
limit had expired. 2 At this time the Westphalian Steel 
Works Company entered. 3 

As extended, the steel syndicate was essentially the 
same in form as before. 4 The most conspicuous change 
in organization, the abolition of the advisory council and 
the assumption of its powers and duties by the general 
meeting of members, was more nominal than real. 
Participation in B-products was henceforth to carry the 
same voting power as A-products, save in matters 
affecting price fixation for the latter; the purpose of the 

i Kartell Rundschau, 1906, pp. 312, 313, 367, 569, 570 ; 1907, pp. 24, 159, 295 et seq. 

J Ibid., 1907, p. 382; Berliner Jahrbiicher, pp. 109 et seq.; Das Handelsmuseum, 
1907, p. 246; Der deutsche Oekonomist, 1907, p. 293; Iron Age, 1907, pp. 1578, 1662, 
1880; Board of Trade Journal, July 18, 1907; British Consular Reports for Germany, 
no. 4084, pp. 88, 91. 

• Kartell Rundschau, 1907, pp. 297 et seq. 

* Excerpts from the contract which had not been published are reprinted Passow, 
Materialien des wirtschaftlichen Studiums, vol. i.; cf. also Kartell Rundschau, 1907. 
p. 382. 
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amended provision being clearly to limit the power of 
B-producers in fixing the prices for half-products, their 
chief raw material, to the detriment of producers of 
A-products. 

It was found impossible to solve the problem of works- 
dealers without making sweeping concessions. 1 Each 
member of the steel syndicate was permitted to name 
a certain dealer or set of dealers, who were to be entitled 
to claim from the syndicate a portion of the participa- 
tion of the particular steel concern, not exceeding 25 per 
cent of the total quota of structural steel. In order to 
do this the quantities allotted to the various associations 
of beam dealers had to be cut down to 60 per cent of 
their former figure. 

The controversy over freight bases was adjusted by 
agreement that accountants' prices were henceforth to 
apply to freight on board the nearest station. The 
special treatment of different groups of A-products was 
abolished. In order to allow for advantages or dis- 
advantages of location, a schedule of charges to be 
added or deducted from the accountants' prices was 
computed for each member. 2 

The gradually changing emphasis of production from 
A-products to B-products was reflected very clearly in 
the allotment tables issued after the extension of the 
syndicate. A number of members had begun to stress 
the production of B-products to such an extent that 
their allotment of half-products was considerably 
decreased; they were using their output of half-products 
more largely in further manufacture. 3 The decrease in 
the allotment of half-products was therefore not due to 
any decrease in production on their part but to the 

i Berliner Jahrbiicher, 1907, p. 115; cf. infra, p. 301. 

' Kartell Rundschau, 1907, p. 298. 

' Ibid., 1907, p. 470; allotment tables, pp. 472, 473. 
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growth of integration within the syndicate. The extent 
to which this development had progressed was well 
illustrated by the difficulty experienced by the independ- 
ent rolling mills in securing sufficient half-products as 
raw material to keep their plants running in 1906 and 
1907. 

Study of the total allotments by districts also brings 
to light some interesting changes. The Rhenish- 
Westphalian iron district retained the first place in 
the syndicate, but the difference between it and the 
Lorraine-Luxemburg district diminished. The increase 
in B-quotas for the latter region, double that of the 
former, was significant of the growing integration in the 
southwestern district. 1 

During the second period of its existence, the steel 
syndicate was a little more successful in increasing its 
control than during the first. In A-products the com- 
petition of outside (open hearth) works became espe- 
cially annoying when, as a consequence of the low prices 
prevailing for B-products in the depression following 
1907, they proceeded to market their steel production 
in the shape of half-products, the price of which was 
being maintained by the steel syndicate at a profitable 
level. 2 In some cases competition became so serious 
that the syndicate silenced it by taking over the pro- 
duction of the competing concerns into its own account. 
The dissolution of the pig iron syndicates also gave the 
non-integrated producers, especially the open hearth 
concerns, a supply of raw material at low prices. The 
situation at one time in 1909 became so critical that 
there was serious discussion of dissolving the steel syn- 
dicate. 3 With the slight improvement in general con- 
ditions which set in, the crisis was averted, and the 

' Kartell Rundschau, pp. 467 et seq. * Ibid., 1909, p. 436. 

« Ibid., 1909, p. 549; British Consular Reports for Germany, 1909, no. 4325, p. 119. 
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questions involved soon became merged in the series 
of problems to be settled prior to extension in 1912. 

Efforts to syndicate B-products were resumed after 
the extension of the steel syndicate in 1907 and con- 
tinued intermittently throughout the five year period 
of the second syndicate, but were likewise unsuccessful. 
The great increases in the allotments of B-products 
conceded to a number of the large integrated firms 
rendered the position of the independent rolling mills 
more insecure than ever; therefore, as was asserted, 
more inclined to listen to proposals for combination. 1 
The need of organization seemed to be emphasized by 
the drop in B-product prices after 1907. Bar producers 
finally agreed to a loose price convention lasting from 
September, 1909, to March, 1911, when secret price 
cutting led to its discontinuance. Plans for a general 
sheet cartell were abandoned because of the opposition 
of certain large concerns while efforts to combine light 
sheet producers separately had no result. Aided by a 
heavy demand which favored increased prices, heavy 
sheet producers secured a price agreement in the fall of 
1909 which was extended from time to time. The 
cartell for shipbuilding steel led a precarious existence 
but continued to function during the five-year period. 
The wire rod syndicate, reorganized as the Wire Rolling 
Mills, A.G., was extended for five years. Banking 
influence was alleged to be responsible for the renewal 
for three years of the gas pipe and boiler tube combina- 
tions. Nevertheless at their expiration in 1910, the 
opposition of several important producers, engaged in 
schemes of expansion, was responsible for failure to 
extend them again. 

International agreements were continued during the 
second syndicate. The international rail cartell was 

1 Kartell Rundschau, 1907, p. 555; Berliner Jahrbiicher, 1907, p. 115. 
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successful in securing the agreement of Austrian, 
Hungarian, Russian, and Spanish works, whose com- 
petition had become troublesome. 1 Members of the 
steel syndicate also participated in the international 
tube cartell dating in definite form from 1908; but the 
collapse of the German tube and pipe syndicates led to 
its dissolution in 1910. 2 

Meanwhile the general movement toward increase in 
the size of the individual concern and toward integra- 
tion had been gaining momentum. The fever of expan- 
sion and concentration within the syndicate was not 
long checked by the reverse in 1907; in fact, the belief 
that only a completely integrated concern could weather 
depression furthered the movement. Among others, 
the Thyssen and Gelsenkirchen firms announced great 
plans for expansion. The changes in productive capac- 
ity which were bound to follow were accompanied by 
definite plans to secure largely increased allotments if 
the steel syndicate should be renewed upon expiration of 
the existing contracts. 

III. Third Period. Extension op the 
Syndicate, 1912-17 

The fundamental objection of the integrated estab- 
lishments to any combination which would tend to limit 
their freedom, not allowing them to shift production 
from one group of products to another, according to 
market conditions, was much more apparent in 1911 and 
1912 than five years earlier. The steel works owners 

i British Consular Reports for Germany, no. 4084, p. 168; Kartell Rundschau, 1907, 
pp. 512, 747, 821; 1909, p. 371; 1910, p. 168; 1911, pp. 163, 541, 919; 1912, p. 693; 
Iron Age, 1907, pp. 156, 1477; Stahl und Eisen, 1913, p. 382. 

2 Kartell Rundschau, 1908, pp. 573, 689; 1910, p. 598; 1912, p. 695. On the 
international beam cartell, cf. ibid., 1913, pp. 711, 867. Some information upon the 
half-products agreement between German, French, and Belgian producers is given in 
Kartell Rundschau, 1908, p. 1078. 



THE GERMAN STEEL SYNDICATE 277 

were now divided upon the desirability of syndicating 
both A and B-products, some holding that both should 
be fully controlled, others insisting upon retention of 
the status quo. But by far the larger group advocated 
the entire removal of all restrictions upon B-products. 1 
Individual works had become so powerful and were so 
rapidly increasing their productive capacity that they 
had little interest in the extension of the steel syndicate 
unless the figures of participation conceded to them 
were extremely liberal. With the constant decline in 
the relative importance of A-products marketed, the 
syndicate had lost a great deal of its former significance 
for its members. 2 The absolute amount of half -products 
handled by the syndicate had decreased in part as a 
consequence of the amalgamation of independent rolling 
mills — the most extensive buyers — with producers; 
in part as an accompaniment of the general increase of 
integration. 3 

Another obstacle to extension was the demand of a 
large southwestern firm that it be allowed to retain its 
monopoly of the manufacture of a certain type of broad- 
flanged beams manufactured by a special process 
covered by the so-called Grey patents. Certain other 
concerns obstinately opposed its continuance. 4 

A third difficulty arose out of the unwillingness of the 
East and South German works, which produced few 
half-products or none, to participate in the losses due 
to a declining market or to forced export. 5 The other 
classes of A-products were the more profitable, as 

1 Berliner Jahrbucher, 1912, p. 123. 

* A competent estimate placed the amount of one group of B-products, steel bars, 
sold in 1911 at 3.6 million tons as compared to the syndicate total allotment of 3.4 
million tons for rails and structural steel. 

» Kartell Rundschau, 1912, pp. 155, 293. 

• Ibid., 1912, pp. 37, 154, 293; Iron and Coal Trades Review (London), vol. 
lixxvi, p. 23. 

» Kartell Rundschau, 1912, p. 293; Berliner Jahrbucher, 1912, p. 141. 
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accountants' prices were adjusted; but the profits were 
distributed equally over the whole A-tonnage. These 
works therefore advocated the formation of a separate 
cartell for each class of A-products, or at least some 
arrangement whereby they assumed no responsibility 
for half-products. The result would have been to 
cause the works to demand increased participation 
in railroad material and structural steel and to restrict 
the production of half-products for market more than 
ever. 

As upon previous occasions, the question of the size 
of allotments to be assigned to the individual works was 
the most difficult of all problems connected with exten- 
sion. 1 The general tendency during the negotiations 
seems to have been to shift all claims for increased 
quotas to the B-group, the purpose being to keep the 
allotment and the output of A-products within such 
limits that the price maintenance hitherto accomplished 
by the steel syndicate could be continued; so that in 
spite of the overproduction of manufacturing equipment 
during the past few years, profit would be derived from 
at least a few steel products. Since the actual sales of 
railroad material and structural steel had never reached 
the full allotments, increases in allotments conceded to 
some firms must necessarily be accompanied by de- 
creases in the allotments of others. The older concerns, 
having for the most part undertaken extensions of 
plant, could not be expected to surrender any portion of 
their allotments without a struggle. The race after 
allotments in B-products promised to endanger the 
prospects of renewal still more. The enormous increase 
of capacity can be judged from the fact that the allot- 
ment increases asked for amounted to six million tons, 
or 50 per cent of the total participation of A and B-prod- 

1 Berliner Jahrbticher, 1912, pp. 122 et seq.; Kartell Rundschau, 1912, p. 293. 
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ucts at that time. 1 The bulk of this proceeded from a 
few large concerns. The underlying struggle for 
supremacy among the various iron districts, between 
the Rhenish-Westphalian and the Lorraine-Luxemburg, 
was evident throughout the proceedings, but there was 
no clearcut division because of the interlocking of 
interests which had taken place. 2 

Aside from agreement on certain minor questions, 
little had been accomplished before the last few days 
proceeding the date when the obligation of the members 
to sell A-products exclusively through the syndicate 
expired. Opposing demands had seemed irreconcilable. 
But in the last session, the majority of works adopted 
an exceedingly compromising tone, apparently from a 
sincere desire not to be responsible for the dissolution 
of the combination. One difficulty after another was 
disposed of; the Thyssen and other firms agreed upon 
the wide-flanged beam proposition, and differences with 
the Upper Silesian works were settled. At the last 
moment the syndicate was extended for another five- 
year period. 3 But it had not run the gauntlet of oppos- 
ing desires and interests unscathed. The limitation 
upon the production of B-products had been abolished. 
The organization of the cartell remained the same for 
A-products, but all provisions relating to the other class 
were henceforth inoperative. After an existence of 
eight years even the small beginning which had been 
made in 1904 toward the syndication of B-products 
was lost. 

Why ? Simply because within the cartell another 
movement toward concentration and combination was 

1 Such as Gelsenkirchen, Thyssen, and Burbach concerns. 

* Kartell Jahrbuch, 1911, p. 26; Kartell Rundschau, 1911, p. 882. 

• Ibid., 1912, pp. 545 et seq.; Stahl und Eisen, 1912, p. 769; Berliner Jahrbucher, 
1912, p. 122; Der deutsche Oekonomist, 1912, p. 337; Das Handelsmuseum, 1912, p. 277; 
Iron Age, 1912, pp. 1168, 1237; Iron and Coal Trades Review (London), vol. lixxiv, pp. 
663, 698, 814; British Consular Reports for Germany, no. 4939, 1912-13, p. 47. 
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taking place, a development having a sounder economic 
basis than any mere agreement or contract between 
independent steel producers. And it had been learned 
that the cartell was in one way restrictive of the full 
development of integration, altho furthering it by way 
of reaction. If the steel syndicate was a torso * as it 
formerly existed, it was in the future to be even less 
than that. 2 

In its emasculated form the syndicate has continued 
to function since its extension in 1912. The war has 
aggravated some of the difficulties with which it has to 
contend, and has given an excuse for postponing action 
on others. Soon after the outbreak of the war, repre- 
sentatives of the coal, pig iron, and steel syndicates held 
a joint session with representatives of several organiza- 
tions of buyers, and satisfactory adjustment of terms of 
delivery and payment under the altered conditions was 
brought about. 3 The settlement of the wide-flanged 
beam controversy, giving the one firm especially fitted 
for their manufacture a practical monopoly of manu- 
facture, has proved to be but temporary. The patents 
owned by this firm having expired, other firms have 
installed machinery for their manufacture and demand 
allotments. The increased use of concrete for con- 
struction has resulted in decreased utilization of steel 
for structural purposes. The propaganda of the syndi- 
cate has not been successful enough to avert the loss of 
business. Consequently demand for increased allot- 
ments presents difficulties. One firm proceeded to 
manufacture wide-flanged beams and sell them outside, 
a policy which was upheld by the arbitration court 
assigned to investigate the legality of the action. As a 

1 Walker, in Quarterly Journal of Economics, vol. xx, p. 398. 

2 The situation in Upper Silesia was hardly changed by the extension of the Dussel- 
dorf combination. In October, 1912, the Upper Silesian Steel Works Company was 
extended for five years with the same membership. Kartell Rundschau, 1912, p. 1038. 

• Ibid., 1914, p. 726. 
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result of this situation and the general unsettlement of 
conditions, caused in part by the difficulties experienced 
in the renewal of the coal syndicate, one of the largest 
concerns in the steel syndicate, the Deutsch-Luxem- 
burg concern, gave notice in October, 1915, of its inten- 
tion to withdraw from the combination upon the first 
of March in the following year, or two months after the 
war if not ended by that time. 1 

The removal of all restrictions upon the production of 
B-products by members of the steel syndicate was de- 
cided discouragement to those who still wished to bring 
them under cartell control, and was not lessened by the 
subsequent completion of several immense new plants 
in the Lorraine-Luxemburg region, built chiefly by 
Rhenish-Westphalian interests. The situation induced 
alliance of the smaller establishments with the larger 
integrated concerns, but these arrangements were not 
considered sufficient. Consolidation and the formation 
of communities of interest for long terms of years under 
strict contracts were chosen by many works in pref- 
erence. The tube business, after the failure of price 
agreements, became concentrated in the hands of two 
groups. One was led by the Mannesmann concern, 
which had become the most important factor in the tube 
business because of its largely increased capacity and 
a series of definite contracts with smaller firms to take 
charge of the marketing of their production. 2 The other 
comprised the tube manufacturing members of the steel 
syndicate, which had organized a temporary joint sales 
agency. Combination of the two groups was actively 
urged in 1913 and 1914, but with as little success as the 
attempts to syndicate bars. 3 The syndicate of wire rod 

1 Kartell Rundschau, 1915, pp. 593 et seq. 
' Ibid., 1913, pp. 31, 288, 470, 559; 1914, pp. 92, 666. 

» Berliner Jahrbucher, 1913, p. 153; Kartell Jahrbuch, 1911, p. 241; Kartell Rund- 
schau, 1913, pp. 553 et seq. 
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producers — the only B-product cartell remaining after 
the extension in 1912 — after being twice provisionally 
renewed, was finally allowed to expire by limitation at 
the end of 1914. 1 The large burdens assumed to keep 
mills closed down and the inability of the cartell to 
secure sufficient business at profitable prices were the 
immediate causes. 

Recently the proposals made to bring about the uni- 
form syndication of all B-products have been accorded 
more attention than those having to do only with a 
single branch. 2 Long term contracts and protective 
agreements with the steel syndicate seem to be essential 
features of the recent schemes. Altho active efforts in 
this direction were dropped at the opening of the war, 
the rapidly decreasing margin between the prices of 
B-products and raw materials caused a revival of agita- 
tion, and pending its outcome, led to the formation of 
several loose price agreements for steel bars, tubes, wire 
rods and sheets. Early in 1915 discussion turned to the 
organization of a general association of crude steel 
manufacturers as a basis for the combination of B-pro- 
ducers. 3 A proposition was finally developed to the 
effect that a " Deutsche Stahlbund " should be formed, 
chiefly for the purpose of bringing about the organiza- 
tion of cartells for other products. Steel products were 
to be classified much as before, each class to be subjected 
to fixation of price and limitation of output — the 
whole to form a uniform comprehensive scheme of 
syndicating the iron industry. About twenty important 
firms were actively supporting the plan, but a much 
larger number have exhibited little enthusiasm for it. 

> Stahl und Eisen, 1912, pp. 2018, 2104; ibid., 1914, p. 1543; Kartell Kundaehau, 
1912, pp. 919, 1038; 1913, pp. 30, 564; 1914, pp. 291, 373, 668, 727. 

• Ibid., 1914, pp. 600 et seq. 

8 Ibid., 1915, pp. 114 et seq., 276 et 8eq. 
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Reviewing now the first decade of the operation of the 
steel syndicate, it becomes evident that its significance 
for the German iron industry had, contrary to the 
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Statistics of coal and iron prices for 1888-1913, from which the above are taken, may 
be found in Stahlund Eisen, 1913, p. 232; 1914, p. 264. Prices after 1913 are from 
Kartell Rundschau, 1915, p. 500. 

Billet prices are taken a9 representative of the prices of half-products. The syndi- 
cate has maintained a constant margin between the various shapes and qualities of half- 
products, billets being ten marks higher than ingots, five marks more than blooms and 
two and one half less than sheet plates. 

Of the above prices, those of coke have been controlled during the period by the coal 
syndicate, those of pig iron in 1904-08 and since 1911 by the pig iron syndicates, those 
of steel billets and beams by the steel syndicate. 
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expectations of its organizers, decreased. The A-prod- 
ucts were still handled by the syndicate, but relatively 
they had lost in importance during the decade, and even 
absolutely the increase was small. The control of the 
syndicate over B-products became practically nil; not 
one of the several combinations existing in 1904 had 
survived the ten-year period, and no others had taken 
their places. Only the extraordinary conditions of war 
made possible the loose price agreements of 1914. And 
to add the final page to the record of failure, the syndi- 
cate, weakened as it was by 1915, faced the possibility 
of dissolution at the end of the war. 

IV. The Peice Policy of the Steel 
Syndicate 

The center of interest in the study of any combination 
is its influence upon the public and upon consumers, 
exerted ordinarily, when standardized products are 
dealt with, in the fixation of market prices. The power 
of the steel syndicate was limited to class A (heavy steel) 
manufactures; but controlling about 90 per cent of 
these, it could fix selling prices, with the assistance of 
the tariff, within fairly narrow limits. 

Comparison of the prices of structural steel and of 
half-products as quoted by the steel syndicate, may be 
made first, with previous German prices from 1888 to 
1904; secondly, with the course of prices of steel prod- 
ucts, e. g., steel bars, not controlled by any syndicate; 
and lastly, with American and English prices after 1904. 
Such comparisons give ample evidence of the stability 
of domestic prices under syndicate control. With regard 
to the level of prices — whether high or low — con- 
clusion is more difficult. There was a widespread 
impression that syndicate prices were unreasonably 
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high — higher than they would have been under com- 
petitive conditions; a view which was fostered by the 
broad publicity given to the complaints of half-products 
users concerning prices of half-products and dumping in 
foreign countries. It is true that the smaller margin 
remaining to the independent rolling mills after the steel 
syndicate had assumed control of raw material prices 
and low export prices gave some basis for complaint. 
On the other hand, that syndicate prices were not so 
high as to be excessively profitable seems to be indicated 
by the fact that the participation in A-products has 
increased but slightly during the existence of the syndi- 
cate; and the amount of half-products, concerning which 
most complaint was heard, has decreased. It has been 
argued that the works found it more profitable to produce 
non-syndicated products, the prices of which were sub- 
ject to the full force of market fluctuations. Compari- 
sons with international prices, to all intents and purposes 
the English prices, are inconclusive. In the absence of 
exact data which take into account the tonnage sold 
at each price, one hestitates to make the statement that 
the steel syndicate has secured more per ton than was 
obtained by the older combinations or by the works 
when not in combination. Because of their stability, 
German prices have at times been higher than prices in 
other countries; at other times they have been lower. 
It is certain that the steel syndicate has not abused its 
power by imposing an extortionate price policy upon the 
consuming public. It seems to have consistently adhered 
to its announced policy of pursuing a middle course in 
price fixation, of not attempting to advance prices in 
periods of heavy demand except slowly, and of lowering 
them in periods of depression in the same manner. 1 

1 See table of prices appended. The English prices used for comparison were taken 
from the London Iron and Coal Trades Review, price supplement, January 30, 191 A ; 
American prices from Iron Age, January, 1914, and the Statistical Abstract 
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Turning to prices secured in the export trade, which 
constituted from a quarter to a half of its sales, one is 
confronted by the difficulty of obtaining accurate data. 1 
Maximum prices must have been at least as low as 
English prices. There is much evidence that the export 
prices of the syndicate were usually lower than domestic 
prices and at times were lower than the world prices 
with which they were competing. 2 The complaints as 
to the price policy of the syndicate have involved in 
almost every case bitter protests against the low prices 
to foreigners. 

Rather than quote export prices upon the home mar- 
ket, the steel syndicate continued the plan of its pre- 
decessors of granting bounties to buyers of half-products 
upon quantities of articles actually manufactured there- 
from and exported. The syndicate replaced the Half- 
Products Union in the Clearing House for Export which, 
in 1902, had been organized by the coal, pig iron, and 
half-products cartells in order to facilitate the payment 
of bounties. 3 The general prosperity beginning in 1905 
with the accompanying increase of international iron 
prices made it possible for the syndicate first to reduce 
gradually and finally to discontinue export bounties in 
the third quarter of 1907. The market reverse and 
vehement protests of buyers caused their resumption 
in 1908, and their continuance at varying levels (in 
total, including coal and pig iron bounties, from 5 to 20 
marks per ton) until the opening of the war. 4 

1 The Iron and Coal Trades Review, vol. lxxxvii, 1913, p. 545, prints some price 
statistics which purport to be export prices for German half-products. They are in every 
case ten to twenty marks lower than the domestic prices quoted by the steel syndicate. 

2 Kontradiktorische Verhandlungen, vol. iv, pp. 358, 360, 419; Morgenroth, W., 
Exportpolitik der Kartelle, p. 23. On the export policy of the steel syndicate, cf. also 
Report of the Federal Trade Commission, Cooperation in the Export Trade, Pt. I, 
pp. 214 et seq. ; Pt. II, pp. 14 et seq. 

3 Diepenhorst, F., Ausfuhrunterstutzungen und Ausfuhrpraemien, p. 33; Kartell 
Rundschau, 1904, p. 373. 

4 Ibid., 1915, p. 118; 1914, p. 663; 1907, p. 775. Bounties were discontinued at 
the opening of the war but the protest of buyers caused their resumption at a level of 
ten marks from October, 1914 to March, 1915. 
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The volume and vehemence of the complaints of 
buyers as to the price policy of the steel syndicate seem 
to have varied inversely as the magnitude of the margin 
between half-finished products and the more highly 
finished, not controlled by the syndicate. Since the 
steel syndicate, in accordance with its avowed policy, 
has consistently avoided following the fluctuations of 
the market, the margin has increased or diminished 
with the prices of B-products. 1 In times of depression 
the margin remaining to the independent rolling mills 
buying raw material at syndicate prices has become 
very small or vanished altogether, while in years of 
prosperity they have been able to make large profits. 
The main complaints of half-products users, in reality an 
expression of the conflict of interests between integrated 
and non-integrated establishments, were three in 
number. First, prices of half-products were too high as 
compared to the very low prices of products rolled 
therefrom; second, half -products were sold to foreign 
producers at extremely low prices compared to domes- 
tic prices; third, export bounties were insufficient to 
offset these disadvantages and were granted under 
oppressive conditions (only to those organized in car- 
tells) and were not paid to indirect users of half-prod- 
ucts. 2 Taking the evidence as a whole, it seems that 
dumping was a fairly common practice of the steel 
syndicate, altho leaders declared that it occurred only 

1 Complaints concerning the prices of the other groups of A-products have received 
little publicity. Due to the restriction of dealers' profits and the veto of high resale 
prices, it is probable that ultimate consumers were but little affected and were perhaps 
benefited by the cessation of speculation by dealers. Railroad material was sold 
chiefly to the state railways in large quantities under long time contracts. The syndicate 
was criticized in 1907 and 1908 when it closed a three-year contract with the Prussian 
state railways for requirements at prices in line with the high iron and steel prices pre- 
vailing in 1906-07 but out of accord with the reverse which had set in before the transac- 
tion was completed. 

* Denkschrift zur Lage der Jteinen Walzwerke, Anlage 3, Kontradiktorische Ver- 
handlungen, vol. iv, p. 479, gives a typical list of complaints. 
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in isolated instances. 1 Protests subsided during the 
prosperity of 1905-07, but the collapse in the latter 
year and the ensuing low prices for B-products with 
steady prices for heavy steel caused genuine distress 
among the independent rolling mills. The slowness of 
the steel syndicate in lowering prices led to a search for 
other remedial measures. Agitation was carried on in 
the Reichstag, enforced by a petition of the Association 
of Half-Products Users, to abolish the protective tariff 
upon pig iron, scrap iron, and half-products. Draw- 
backs were also recommended. The syndicate in its 
statement to the Reichstag protested against the aboli- 
tion of the tariff and declared that the combination was 
not raising but merely stabilizing prices. The contro- 
versy was taken up by the press and continued during 
1908 with much vigor on both sides, but without any 
effect upon the tariff situation and with but little con- 
cession in prices by the syndicate. 2 Since 1909 there 
has been a decrease in the volume of complaint, due in 
part to its apparent futility and in part to the adop- 
tion of other remedies, in particular resort to amalga- 
mations and communities of interest with raw material 
producers. 

The general charge against the steel syndicate, run- 
ning throughout the history of its relations with buyers, 
is that half-products prices have not been such as to 
allow finished products manufacturers a reasonably 
constant return. The costs of conversion into bars 

1 Like its predecessor, the steel syndicate participated in a series of hearings (1905) 
in which representatives of independent rolling mills dealers and cartells aired their 
opinions. Proceedings are printed in Kontradiktorische Verhandlungen fiber die 
Stahlwerksverbande am 20. und 21. Juni, 1905, im Beichstagsgebfiude zu Berlin. Steno- 
graphische Bericht, vol. iv, pp. 227 et seq. 

* For particulars of the agitation in 1908, see Berliner Jahrbiicher, 1908, pp. 132 et 
seq., 163 et seq.; Summary of Eingabe der reinen Werke an den Staatssekretar defl 
Innern betr, Aufhebung des Einfuhrzolles auf Boheisen, Schrott und Halbzeug, and of 
the syndicate's reply in Kartell Bundschau, 1908, pp. 619 et seq., 909; British Con- 
sular Reports for Germany, no. 4325, 1909, pp. 117 et seq. 
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from blooms have been variously estimated, a con- 
servative figure being about 25 marks per ton. 1 It is 
evident from a study of price statistics that upon vari- 
ous occasions, and of late almost constantly, bars have 
been sold at prices which did not cover raw material 
costs plus costs of conversion to the non-integrated mills 
— those which were compelled to buy half-products at 
syndicate prices. But has the steel syndicate been re- 
sponsible for this ? The influence of the steel syndicate 
in causing among its members an increased production 
of the B-products which constituted also the output of 
the complaining buyers was indirectly a factor which 
tended to bring down B-prices, thus decreasing the 
margin. The other means by which the syndicate was 
usually alleged to be responsible for the low margin was 
that of raising the prices of A-products. But a study of 
the course of prices seems to warrant the conclusion 
that domestic prices as maintained by the combination 
were not unreasonably high, tho as a result of the very 
stability aimed at, they could not at times avoid being 
out of line with world prices. The causes for the steadily 
recurring and deepening periods of adversity affecting 
the independent rolling mills are not to be sought in 
the price policy of a cartell, but in more fundamental 
economic and technical conditions. 

V. Influence of the Steel Syndicate 
upon the Industry 

The advantages which commercial enterprises expect 
to derive from membership in a cartell in return for their 
sacrifice of independent action are in the last analysis a 
greater stability and higher level of earnings and profits. 
The cartell is essentially a device for distributing the 

Cf. Kontradiktorische Verhandlungen, vol. iv, pp. 350, 389, 481. 
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output of its members, only affecting the productive 
process as a means of more effectively carrying out its 
policies of distribution. 1 The combination can increase 
earnings of its constituent only by accomplishing this 
distribution in a more economical and efficient manner 
than could be done by the firms themselves. In order 
to be classed as successful, the combination must not 
have brought about collateral developments which tend 
or will eventually tend to nullify whatever desirable 
results it may accomplish. 

It is an extremely difficult matter to prove a state- 
ment that the steel syndicate has or has not increased 
the profitableness of its members. The individual con- 
cerns manufacture a variety of products not controlled 
by the syndicate, the price movement and production of 
which may neutralize or intensify any influence the 
syndicate may exert. The dividends paid by the mem- 
bers of the steel syndicate as a rule are higher than those 
of other firms in the iron industry. 2 But is that due to 
the fact that they are members of the steel syndicate or 
to the fact that they are all integrated concerns enjoy- 
ing the advantages that integration offers ? It seems 
more reasonable to suppose the latter. The price policy 
of the syndicate appears to have been a moderate one; 
no huge profits could have been derived from it. The 
volume of sales has not been greatly increased in the 
classes of products controlled and disposed of by the 
combination. Therefore it seems that the large divi- 
dends are due rather to the economies of production and 

1 The syndicate contract contained a clause to the effect that simplification and 
specialization of production should be striven for. As a means of bringing this about, 
quotas might be exchanged among members. Actually little was done along this line 
and the partial utilization of equipment continued as before. Cf. Kartell Rundschau, 
1910, p. 638. 

2 For details and statistics of earnings see Die Schwereisenindustrie im deutschen 
Zollgebiet, ihre Bntwicklung und ihre Arbeiter. Nach vorgenommenen Erhebungen in 
1910, bearbeitet und herausgegeben vom Vorstand des deutschen Metallarbeiterver- 
bandes. Stuttgart, 1912, pp. 97-104, also pp. 132, 140-167; Leisse, p. 111. 
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the efficient management of the integrated works than 
to the economies of distribution secured by the syndi- 
cate. The formation of the steel syndicate has rendered 
the employment of several agents for the classes of 
products controlled by the syndicate unnecessary in the 
same locality. The cartell has consolidated the agencies 
in some cities, established new ones in others, carried on 
a certain amount of propaganda work to encourage the 
use of steel in construction, and has represented the 
several works at industrial expositions. But the fact 
that the syndicate disposed of only a portion of the pro- 
duction of its members, leaving the so-called B-products 
and other articles to the individual concerns, seems to 
have rendered at least a part of the saving attributed to 
the syndicate illusory. Since these works were com- 
pelled to maintain a selling organization of their own or 
to rely upon dealers for the disposal of their products, 
they did not enjoy the economy of dispensing entirely 
with sales activity or a sales organization. 

It cannot be doubted that general opinion of the 
public and of iron manufacturers was that the steel 
syndicate had increased the " Rentabilitat " of its mem- 
bers. The press generally expresses this opinion. Stock 
market quotations before, during, and after renewal 
negotiations, rise and fall with the favorableness or 
unfavorableness of prospects for the continuance of the 
syndicate. 1 And yet — even if the general impression 
was in accord with fact, if the steel syndicate did 
increase the profitableness of its members, it was at 
the same time fostering a development which tended 
eventually to counteract whatever slight effect it may 
have had in increased earnings — an artificial stimula- 
tion given to the expansion of the iron industry. 

The actual amount of sales made by the steel syndi- 
cate in A-products shows a very moderate increase 

1 See quotations in Berliner Jahrbucher; also Kartell Rundschau, 1907, p. 462. 
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during the first decade of its operation, if we consider 
the increase in total steel production in the Empire 
from 8.9 in 1904 to 18.9 million tons in 1913. 1 This 
increase is the resultant of increases in the sales and 
allotments of structural steel and railroad material and 
a considerable decrease in half-products. 2 The division 
of sales between domestic and export gives evidence of 
the success of the syndicate in exploiting the export 
trade. 3 

The development of B-allotments presents a striking 
contrast to that of A-products. 4 The allotment of 1911, 
the last year before syndicate restrictions were removed, 
was double that of the first year of the syndicate's 
existence. This great increase, and the decrease of the 
allotments of half-products, are the most significant 

i Stahl und Eisen, 1914, p. 424; Kartell Rundschau, 1913, p. 653. 

Total allotments and total sales of the steel syndicate (A-products) 
(In thousands of tons) 

Year Total allotment Total sales Percentage of sales 

1904-05 4,999 4,995 100.00 



1905-06 


5,014 


5,472 


109.13 


1906-07 


5,847 


5,757 


98.46 


1907-08 


6,096 


5,427 


88.97 


1908-09 


6,168 


4,802 


77.85 


1909-10 


6,183 


5,017 


81.11 


1910-11 


6,239 


5,338 


85.55 


1911-12 


6,270 


5,998 


95.66 


1912-13 


6,383 


6,395 


100.18 


2 Total 


ALLOTMENTS 


UNDER THE STEEL SYNDICATE 




(In thousands of tons) 




Date 


A-products 


Half-products 


B-producte 


March 1, 1904 


4384.2 


1440.5 


3088.4 


Jan. 1, 1907 


6227.4 


2019.1 


4851.7 


May 1, 1907 


6054.1 


1348.8 


5817.5 


Jan. 1, 1911 


6259.5 


1417.9 


6176.9 


July 1, 1912 


6244.2 


1327.1 


Limitation dropped 


July 1, 1913 


6395.5 


1343.7 





From Kartell Rundschau, 1904, p. 339; 1907, pp. 468 etseq.; 1913, p. 656. 

* The export business of the syndicate has amounted to about 25 per cent of the 
total sales of structural steel, about 40 per cent of the railroad material, and in half- 
products has varied from 18 to 40 per cent of the total. 

* Statistics of actual sales of B-products are not available, but it is certain that 
allotments were reached in the period of heavy demand from 1905 to 1907. 
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features of the development of the syndicate. Both are 
concomitants of the rapid change in the internal organ- 
ization of the iron industry brought about by the 
development of the large integrated establishments. 
This movement toward integration, conspicuous in all 
iron districts, was centered in the Rhenish-Westphalian 
and Lorraine-Luxemburg regions. This seems to be the 
permanent movement toward concentration in compari- 
son with which the cartell is but a temporary organiza- 
tion, deriving its strength from the enhancement of 
bargaining power and the influence upon prices which it 
lends to concerns at a time when they were not willing 
or not well able to withstand the force of unrestrained 
competition. 

It need not be repeated that the steel industry fur- 
nishes the classic example of the advantages of inte- 
gration. They were fully realized by a number of 
German concerns and in part by many more. It is of 
course difficult, if not impossible, to measure accurately 
the advantage enjoyed by the integrated steel works 
through a comparison of their costs of production 
with the costs of non-integrated establishments. The 
amount varies with each firm and is always more or less 
conjectural. Estimates vary from six to fifteen marks 
per ton. 1 The important thing is that they did possess 
a material advantage, amounting often to over 10 per 
cent lower costs, especially in heavy products rolled in 
one heat. 

In the history of German combination and integra- 
tion, the desire of enterprises to control their raw 
material seems to have been considerably stronger than 
the desire of producers to utilize their product in the 
manufacture of more highly finished articles. Integra- 

1 Heymann, H., Die gemischten Werke im deutschen Grosseisengewerbe, pp. 212 et 
seq.; Denkschrift zur Lage der Halbzeug kaufenden Werke, in Kontradiktorische Ver- 
handlungen, vol. iv, Anlage 3. 
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tion has usually proceeded downward first, from steel 
work and blast furnace to the acquisition of coal, coke, 
and ore supplies. Very rarely has a colliery company 
engaged in the production of iron and steel. 1 The pres- 
sure in the former case was greater. Dependence upon 
producers for raw materials was much less acceptable 
than dependence upon the succeeding stage of the pro- 
ductive process for a market, due in no small measure to 
the fact that coal, coke, and later pig iron have been 
controlled by cartells. It would be interesting and 
instructive to trace the development of most of the 
members of the steel syndicate, e. g., that of the Krupp, 
Phoenix, and Thyssen concerns; but limitation of space 
forbids. 2 One must be content with the statement that 
in the movement all methods have been adopted to 
make the individual concern larger and more independ- 
ent; exchange of stock, cash purchase, communities of 
interest, consolidation, merger, lease, as well as exten- 
sion of plant and the erection of new plants. 3 

It is to be expected that under any conditions some 
firms would be ambitious and would desire to engage 
upon schemes of expansion; but the fact that the largest 
portion of this expansion has proceeded from members 
of the steel syndicate suggests that membership in it 

1 The Gelsenkirchen firm furnishes an example of the unusual order of development, 
from an independent colliery to one of the largest integrated steel concerns. 

2 Upon the more recent developments in concentration see Kartell Rundschau, 1910, 
p. 637; 1911, pp. 389, 597; 1912, pp. 40, 150, 736; 1913, p. 254. The Berliner Jahr- 
bucher give annual lists of amalgamations and alliances. Historical sketches of the 
individual concerns may be found in Die Schwereisenindustrie, and in O. Stillich, Eisen 
und Stahlindustrie. 

3 The existence of family concerns unwilling to lose their identity, and the general 
public distrust of " Vertriistung " have undoubtedly impeded the use of consolidation 
of independent concerns located at successive stages as a method of forming large inte- 
grated enterprises. These influences and the economic and technical advantages to be 
gained by constructing extensions or new plants so located and planned as to give 
maximum efficiency account for the popularity of the construction and addition of 
whole new plants as a means of becoming integrated. Consolidation does not ipso facto 
increase the productive capacity of the industry concerned; the addition of new plants 
and equipment can hardly fail of that result. 
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may have been a factor. The large dividends of mem- 
ber firms and the prevailing opinion of the influence of 
the syndicate upon the profitableness of steel enterprises 
rendered it easy to secure capital. Nevertheless it was 
in another way, as a sort of reaction, that concentration 
and expansion have been chiefly affected by the syndi- 
cate. One will recall the race for allotments in 1904, 
the liberal measurement of B-quotas at that time, the 
large increases in 1907, and the dropping of all restric- 
tions in 1912. The steel syndicate was ordinarily not 
able to dispose of a sufficient amount of steel to cover 
allotments, in spite of frequent resort to dumping upon 
foreign markets; and the allotments themselves repre- 
sented by no means the full capacity of the works. 
Every firm wished to operate at full capacity, at maxi- 
mum efficiency; many wished to extend operations. 
The strict limitation of the amounts of A-products 
sold to the syndicate, the advisability of fuller utiliza- 
tion of plant than was afforded by allotments, and the 
necessity of using the resulting surplus in further manu- 
facture, were direct incentives to engage in the produc- 
tion of other than A-products, or at least to have 
facilities for their manufacture on hand. An additional 
inducement was offered by the high prices prevailing for 
B-products in 1906-07, which seemingly rendered it 
more profitable to market steel in the form of B-products 
than through the syndicate in the form of A-products. 1 
As long as a firm was a member of the steel syndicate, 
every demand for increased allotments was sure to 
meet with the opposition of other members whose allot- 
ments would be decreased if such demands were granted. 
Withdrawal from the combination was not a step to be 
taken hastily; producers therefore waited until expira- 

1 This statement would probably not hold true for a later period, but at the time the 
factor was important. 
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tion before presenting demands, meanwhile making 
themselves more and more independent of the syndicate, 
and increasing capacity so as to enforce demands to be 
made when the time for renewal came. 1 

The rise of certain members of the syndicate to posi- 
tions of power and comparative independence, based 
upon efficiency and control of natural resources, has 
not been without its influence as an example. Other 
concerns have felt stimulated or compelled to follow, in 
order to be better prepared to maintain their independ- 
ent existence. They cannot rely upon the steel syndi- 
cate or other cartells for continued protection against 
restoration of competitive conditions. And the out- 
come of the movement toward integration and increase 
in the size of the business unit seems to have been 
an increase of manufacturing capacity beyond need. 
Expansion has become over-expansion. The low pre- 
vailing prices for B-products for several years preceding 
the war; the fruitless attempts to bring about combina- 
tions of B-products and the opposition of the large 
integrated works to limitation of production ; the closing 
down of wire rod mills and the participation of the 
integrated concerns in the cartell which bore this 
expense; the fact that the quotas in A-products as well 
as the sales by the syndicate have never reached capac- 
ity; and the construction of new plants, not in response 
to any demand for increased capacity, but, seemingly in 
order to increase the strategic position of the owners — 
all are indicative of an excessive increase which is 
generally acknowledged. 

1 In so far as the distress of the independent rolling mills, brought about by the price 
relation between half-products and finished manufactures, caused them to combine for 
their own protection with integrated concerns, or to become integrated in some other 
way, the steel syndicate may be said to have influenced the movement toward integra- 
tion. But the moderate prices for half-products maintained during periods of heavy 
demand allowed a wide margin of profit to the independents, thus for a time discouraging 
integration. 
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In no section of Germany do the integrated concerns 
control the entire production of iron and steel. There 
still exist numerous enterprises carrying on at only one 
stage of the productive process, manufacturing a single 
product or at the most a few classes of products. There 
are pure colliery companies, blast furnaces, and various 
types of independent rolling mills. Between these con- 
cerns which are not integrated and the concerns which 
are, conflict has been inevitable. It subsides in times 
of prosperity only to burst forth with greater fierceness 
during each succeeding period of depression. There are 
a number of phases of this conflict; for it is evident 
that a completely integrated concern has interests 
which may clash with those of some set of producers at 
every stage in the productive process. The particular 
phase which is of greatest interest in a study of the steel 
syndicate is that between syndicate members as manu- 
facturers of lighter steel (B-products) and the inde- 
pendent rolling mills also manufacturing them but 
buying raw material from the syndicate. Advocates of 
the syndicate claimed that its organization would lessen 
the conflict, but the result seems to have been the con- 
trary. Little was done to modify its price policy so as to 
aid the independent rolling mills. As certain of the 
latter allied themselves with integrated concerns, col- 
lective resistance became less possible for the remaining. 
More important in increasing the acuteness of the con- 
flict was the indirect influence of the syndicate in 
increasing the capacity of its members to turn out the 
classes of products which constituted the chief output 
of the independent mills. 

What will be the outcome of this struggle for existence 
upon the part of the independent rolling mills ? Rolling 
mill owners assert that it is not the technical superiority 
of the integrated concerns which have caused their dis- 
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tress, but the destructive price policy of the steel syndi- 
cate. Further it is alleged that the independent mills 
possess advantages of their own, in more intensive and 
painstaking labor, more efficient supervision, and higher 
quality of product. But one can hardly accept this in 
its entirety. It is probable that for the finer products, 
the non-integrated mills may be able to hold out longer 
than in the manufacture of heavier products, but it 
seems that it is only a question of time until the com- 
petition of rolling mills ceases to be a factor upon the 
iron market. 

Several remedies for the situation have been proposed, 
all involving combination in some form. One solution, 
which amounts to an elimination of the problem, is the 
conversion of the independent rolling mills into actual or 
virtual integrated concerns, either by fusion with other 
enterprises, or alliances, or by engaging in the production 
of their own raw materials. The employment of the 
community of interest arrangement has become increas- 
ingly common during the past few years and seems to 
be in most cases preliminary to actual merger. This 
remedy is drastic and often extremely distasteful to 
independent entrepreneurs and to family enterprises 
which wish to retain their identity. 

Other less radical proposals have been considered 
from time to time. The proposition that the state 
furnish funds for the erection of a large modern steel 
plant for the puipose of supplying the independent 
rolling mills with raw material, broached in 1904, seems 
to have been accorded more attention in 1908 and 1909. 
But it never had much prospect of being carried into 
execution. Lateral combination, cartells among the 
rolling mills, have also been suggested. But combina- 
tions of bar, wire rod, sheet, and pipe producers, when 
they have included the independent mills, have not 
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enjoyed a continuous existence and have never been 
conspicuously successful. The proposal that the rolling 
mills as buyers unite in a combination to present a solid 
front to half-products manufacturers was adopted in 
the Association of Half-Products Users; the result was 
a flat failure. 1 A cartell of independent rolling mills 
cannot hope to impose a satisfactory scale of prices 
upon producers as independent as are the members of 
the steel syndicate. 2 

VI. The Steel Syndicate and Middlemen 

Of the three groups of products controlled by the 
syndicate, only structural steel was of any importance 
to the iron trade. Railroad material was usually sold in 
large quantities, especially to the railroad directories of 
the various German states. Even before the formation 
of the syndicate, the steel works had been accustomed 
to bid for and execute orders without the interposition 
of middlemen. A large part of the half-products was 
handled in the same way. Consequently when the 
syndicate assumed control of these groups of A-products 
it proceeded to sell as before. In structural steel, 
especially beams, wholesale and retail iron dealers 
played a more prominent part. The variety of dimen- 
sions, the large number of small purchasers as compared 
to other A-products, and the large territory over which 
the demand is spread, had brought it about that the 
beam business was transacted through wholesale dealers 
who in turn supplied the local jobber, the retailer, or 
large consumer. 

1 The Kartell Rundschau referring to the resuscitation of the Association of Half- 
Products Users in 1908 says " as usual it is a union out of which the manager has bene- 
fitted most." 1908, p. 732. 

2 The abolition of the tariff as a remedy for the situation of the independent rolling 
mills is taken up in the section upon price policy. 
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The beam cartell of older days had used its influence 
to bring about organizations of dealers which came into 
intimate relations with the producers' combination and 
whose policy was largely directed by it. Consequently 
there were at the time of the organization of the steel 
syndicate four associations varying in form from a loose 
price and terms agreement to a firmly constituted car- 
tell with a sales-agency stock company. 1 To each of 
these was assigned a definite territory. 

Altho there was some fear that the new steel syndicate 
would attempt the elimination of the wholesale trade 
when it replaced the beam combination in 1904, the 
system of distribution through dealers' associations was 
considered worth retaining, and the syndicate accord- 
ingly proceeded to organize dealers along the same lines. 
Territory was assigned to the four groups as before, 
while a special arrangement was made between the 
syndicate and a number of individual firms exploiting 
the Upper Silesian territory. 2 Any German wholesale 
dealer in beams who had earlier purchased his require- 
ments from the beam cartell and who in the three years 
prior to 1904 had bought at least 3000 tons annually 
was entitled to membership in one of the beam dealers' 
associations. 3 Such dealers were supplied directly by 
the syndicate, a privilege not extended to smaller 
dealers, who were thus made dependent upon the larger 
wholesalers. The entrance of new members into the 
associations for the three years for which the contracts 
were to remain in force was expressly forbidden, the 
effect being to protect existing dealers against new com- 

1 These were the Beam Sales Office of Berlin organized earlier, the Rhenish-West- 
phalian, the Northwest and Middle German, and the South German Beam Sales Asso- 
ciations. For particulars cf. Denkschrift, pp. 67, 68, 477 et seq.; Kartell Rundschau, 
1904, p. 545. 

3 For the exact territory covered by each association cf. ibid., 1904, p. 546; Denk- 
schrift, pp. 472, 474. Also Liefmann in Kartell Rundschau, 1906, p. 495. 

* Bonikowsky, Industrielle Kartelle und der Handel, p. 232. 
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petition at least with syndicate products. With the 
exception of the right reserved to supply a few large con- 
sumers using from 3 to 6 per cent of the total, the steel 
syndicate agreed to market all its structural steel 
through the dealers' associations. 1 As a means of com- 
bating outside competition, the cartell required all 
dealers to purchase exclusively from it, under penalty 
of a surcharge of five marks per ton on all purchases 
from the syndicate if outsiders were also patronized. 
The recognized district associations cooperated with 
the steel syndicate in fixing the prices and terms to be 
prescribed by the member dealers. 2 

Aided by groupings in various cities, 3 these associa- 
tions have continued to function, tho not without 
changes in organization, usually in the direction of 
greater firmness. Their existence has at times been 
threatened by outsiders dealing in steel procured else- 
where than from the syndicate. And to grant the con- 
cessions to the " works dealers "* in 1907, the steel 
syndicate was compelled to order a 40 per cent, reduction 
in the allotments of structural steel to the beam associa- 
tions, an action which almost precipitated a crisis. 
The dissolution of all the associations was averted only 
with great difficulty. 5 During 1911, it was reported 
that members were cutting prices secretly in order to 
swell sales for that year, in order to enlarge the basis for 
the measurement of allotments in connection with the 

1 A few firms purchasing less than 3000 tons formerly supplied directly by the beam 
syndicate, continued to purchase directly from the steel syndicate, tho granted a 
somewhat smaller discount than the regular members of the associations. Bonikowsky, 
p. 233; Leisse, p. 145. 

2 The three main territorial groups of dealers united in 1905 to form a federation at 
the meetings of which prices and terms were determined. Kartell Rundschau, 1906, 
p. 495. 

3 Denkschrift, p. 68; Leisse, p. 144. 

4 See above, p. 270. 

« Berliner Jahrbucher, 1907, pp. 112 etseq.; 1908, p. 131; 1909, p. 164; Kartell 
Rundschau, 1907, pp. 637, 781; 1908, pp. 741, 639; 1909, p. 58. 



302 QUARTERLY JOURNAL OF ECONOMICS 

extension of the steel syndicate in 1912. The extension 
of the associations in the same year was clearly due to 
the pressure exerted by the producers' organization. 

The steel syndicate has also attempted to control the 
wholesale trade in German steel in foreign countries. 
The wholesale dealers of Sweden, Holland, and Switzer- 
land were organized upon the same plan as the German. 
In other countries, agencies in the form of stock com- 
panies were established. Representation in England 
was secured by the exercise of considerable pressure in 
the organization of a stock company, the Steel Works 
Union, Limited, composed of the former agents of 
individual German steel concerns. In some countries, 
selected firms were made representatives. 1 

The general influence of the steel syndicate has been 
to restrict greatly the freedom of middlemen. It has 
limited the number of dealers allowed to make direct 
purchases from the syndicate. It has exerted a decid- 
ing influence in the fixation of selling prices, as well as 
prescribing the buying prices of dealers. The volume 
of each dealer's sales is limited to his share of the allot- 
ment granted to the association. Dealers are required 
to buy exclusively from the syndicate under penalty of 
surchange and boycott — a serious restriction when 
syndicate prices happen to be considerably higher than 
prices quoted by outside producers. Speculative 
activity of dealers has been limited by the refusal of the 
syndicate to enter into long time contracts at fixed 
prices; and indeed its price policy tends to deprive 
speculation of its chief support, fluctuation. 

On the other hand, the assignment of exclusive terri- 
tory and the agreement of the syndicate to market 
structural steel exclusively through the associations 
with the protection thereby afforded against the rise of 

i Bonikowsky, pp. 211, 234-36; Kartell Rundschau, 1904, pp. 706, 747. 
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new competitors, might be considered advantageous to 
dealers. The equality of treatment secured by member- 
ship in associations seems to have been nullified by the 
concessions granted to works dealers. It was asserted 
also that the policy of the syndicate in fixing buying and 
resale prices assured dealers of a profit whereas loss 
might result if dealers competed among themselves. 

Thus it appears that the steel syndicate has not found 
it advisable to attempt the policy which many cartells 
have adopted — the elimination of the middleman. 1 
Public opinion has undoubtedly played some part in 
deciding this attitude of the combination. But other 
factors, such as the intimate connection of certain mem- 
bers of the steel combination with wholesale iron firms, 
the fact that wholesale dealers have in some instances 
expanded their activities and become producers as well, 
and the tendency of the wholesale trade to invest 
capital in steel enterprises, thereby securing an influence 
in the determination of cartell policy — all these have 
been more potent in influencing the combination in 
favor of retaining the existing methods of distribution. 
And the allegation that products can be marketed at 
less cost through dealers than by means of a cartell 
organization, seems to have had some basis in fact. 

VII. Conclusion 

If one considers merely its price policy the steel syndi- 
cate might still be classed as a " good " combination. 2 
Manufacturing buyers of half-products have at times 
been affected by a level of prices higher than the inter- 
national level, but at other times have benefited by the 
moderation of syndicate policy. The difficulties of the 

1 Cf. Schaltenbrand's assertions in Kontradiktorische Verhandlungen, vol. iv, p. 
419. 

1 Walker writing in 1906 so classes the Steel Works Union. Quarterly Journal of 
Economics, vol. xx, p. 39S. 
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independent rolling mills seem to be due more directly 
to the increased production of B-products by competing 
plants under conditions making for a degree of efficiency 
and low costs which the non-integrated mills could not 
attain. The endeavors of the syndicate to control the 
distribution of heavy products and to organize the trade 
were as a whole not harmful, and may have resulted in 
some protection to buyers. With labor and labor con- 
ditions the cartell presumably had nothing to do, their 
regulation being left to the individual concerns. 

Against the favorable, or not-unfavorable, effects of 
syndicate operation must be placed the results of the 
artificial stimulation given both directly and by way of 
reaction to the over-expansion of the iron and steel 
industry. By its magnitude and its unsoundness this 
development was sufficient to nullify any economies 
which may have been realized by the cartell. It is 
probable that the movement toward integration would 
have taken place more slowly had the iron industry been 
free from syndicate influence. As in the case of the 
potash industry, 1 there are reasons for being extremely 
doubtful whether the industry was in as good condition 
at the opening of the war as it would have been had 
competition prevailed. 

There is no reason to believe that the excessive capac- 
ity of the German iron industry which existed in 1914 
was deliberately planned. Nevertheless it must have 
been of immense value to Germany in the conduct of 
the war. The fact that some of the new plants erected 
by members of the steel syndicate are located in the 
Lorraine-Luxemburg iron ore region, very close to the 
French border, was an additional reason for Germany's 
contesting every foot of the attempted advance of the 
Allies, which if successful would involve the loss to 

1 Cf. my article in this Journal, vol. xxviii, p. 190. 
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Germany of strategically located munitions plants of 
most modern type. 

Had the war not intervened, it is probable that a halt 
would have been called, perhaps through an economic 
crisis, to the extension of capacity beyond needs. The 
syndicate contract is due to expire during this year 
(1917); whether it will be extended is doubtful. The 
fact that one important member has already given 
notice of intended withdrawal may indicate dissolution 
and restoration of competition in A-products, followed 
eventually, when the war is over, by the deferred 
economic readjustment. On the other hand decision 
as to extension may be postponed until after the war, 
when in altered form it may be given new life and vigor 
as a means of rehabilitating foreign trade. Because of 
the interests of many members in Lorraine-Luxemburg 
iron and steel properties, the future of the syndicate, if 
extended, will be intimately connected with the dis- 
position of territory in the peace settlement. But what- 
ever happens in the way of economic readjustment 
after the war cannot be ascribed wholly to expansion 
due to war demands; it is to be ascribed to prior 
over-expansion. 

The steel syndicate as the largest combination of steel 
producers in Germany, our strongest competitor upon 
the international steel market, possesses special interest 
for the United States at a time when extension of foreign 
trade is so actively encouraged. In both Germany and 
America the present combinations have succeeded a 
series of looser, unsatisfactory agreements, the futility 
of which had been amply demonstrated. The Sherman 
law left no step between resort to illegal secret agree- 
ments and the holding corporation or full consolidation. 
In Germany, on the other hand, the law has been favor- 
able to a type of combination which, tho falling far short 
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of actual merger, insures unity of action for a term of 
years by means of legally enforceable contracts. In 
spite of the different forms and legal status of combina- 
tion, the development of the steel industry, in both 
countries has in one respect shown similarity. Within 
the German syndicate there has been from the outset 
constant rivalry between the members, reflected espe- 
cially in connection with the demands for allotments. 
In the struggle to maintain their position in the syndi- 
cate and their existence in case of its collapse, they have 
in every possible way increased their size and strength. 
The result has been the concentration of a growing pro- 
portion of the iron and steel industry in the hands of a 
relatively few concerns, no one of which is of over- 
whelming size and power as compared to the others. In 
the United States, it seemed at one time that the organ- 
ization of the Steel Corporation would introduce a con- 
cern of such power as eventually to permit competitors 
to exist only by its sufferance. But the subsequent 
rise of competitiors and the gradual decrease in the 
market control of the trust are bringing about, with 
respect to concentration, a situation not a little resemb- 
ling that in Germany. It remains to be seen whether, 
in the development of a number of competing concerns, 
each large enough to secure maximum economy and 
efficiency of production, and marketing but not control- 
ling a sufficient proportion of the output to prevent the 
free play of competition, some definitive solution of the 
trust problem is being approached. 

H. R. Tosdal. 



